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U.S. Customs Service 


Treasury Decision 


19 CFR Parts 19, 24, 111, 113, 143, 162, 163, 178, and 181 
(T.D. 98-56) 
RIN 1515-AB77 
RECORDKEEPING REQUIREMENTS 
AGENCY: U.S. Customs Service; Department of the Treasury. 
ACTION: Final rule; correction. 


SUMMARY: This document makes a correction to the document pub- 
lished in the Federal Register which set forth final amendments to the 
Customs Regulations to reflect changes to the Customs laws regarding 
recordkeeping and related requirements. The correction involves an in- 
correct citation within § 163.6 of the final regulatory texts. 


EFFECTIVE DATE: This correction is effective July 16, 1998. 


FOR FURTHER INFORMATION CONTACT: Francis W. Foote, Regu- 
lations Branch, Office of Regulations and Rulings (202-927-0163). 
SUPPLEMENTARY INFORMATION: 
BACKGROUND 

On June 16, 1998, Customs published in the Federal Register (63 FR 
32916) as T.D. 98-56 a final rule document setting forth final amend- 
ments to the Customs Regulations to reflect changes to the Customs 
laws regarding recordkeeping requirements, examination of records 
and witnesses, regulatory audit procedures, and judicial enforcement 
contained in the Customs Modernization provisions of the North Amer- 
ican Free Trade Agreement Implementation Act (Public Law 103-182, 
107 Stat. 2057). The majority of those final regulatory texts are con- 
tained in new Part 163 (19 CFR Part 163) which reflects general record- 
keeping requirements applicable to persons who engage in specified 
types of customs transactions. 

Within new Part 163, § 163.6 includes requirements concerning the 
production and examination of entry records and prescribes the mone- 
tary penalty assessment and additional actions that Customs may take 
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for a failure to comply with those requirements. Within § 163.6, para- 
graph (b)(2)(i) specifies the additional actions that Customs may take 
and paragraph (b)(2)(ii) sets forth an exception to the paragraph 
(b)(2)(i) general rule. However, the text of paragraph (b)(2)(ii), as pub- 
lished, improperly included a reference to paragraph “(b)(2)(ii)(B)” 
which should have read “(b)(2)(i)(B)”. This document corrects this ty- 
pographical error. 
Correction to the Final Regulations 

On page 32948, in the third column, in § 163.6, in paragraph 
(b)(2)(ii), the reference “(b)(2)(1i)(B)” is corrected to read “(b)(2)(i)(B)”. 

Dated: June 22, 1998. 

HAROLD M. SINGER, 
Chief, 
Regulations Branch. 


{Published in the Federal Register, June 26, 1998 (63 FR 34808) | 





U.S. Customs Service 


General Notices 


DETERMINATION OF ORIGIN OF GOODS PROCESSED IN A 
QUALIFYING INDUSTRIAL ZONE OR IN ISRAEL AND THE 
WEST BANK OR GAZA STRIP 


AGENCY: U.S. Customs Service, Department of the Treasury. 
ACTION: General policy statement. 


SUMMARY: This document expands upon T.D. 96-58 by notifying the 
public that in determining the country of origin of textile and apparel 
products processed in a designated qualifying industrial zone Customs 
will exclusively apply the rules of origin for textile and apparel products 
set forth in section 102.21, Customs Regulations (19 CFR 102.21), 
which were promulgated pursuant to the authority of section 334, Uru- 
guay Round Agreements Act (19 U.S.C. 3592). A qualifying industrial 
zone is defined in General Note 3(a)(v)(G), Harmonized Tariff Schedule 
of the United States (HTSUS), in part, as an area that encompasses por- 
tions of the territory of Israel and Jordan or Israel and Egypt. 

In addition, this document advises the public that, in accordance with 
the principles and policy set forth in T.D. 96-58, Customs determines 
the origin of a textile or apparel product processed both in Israel (out- 
side of a qualifying industrial zone) and in the West Bank or Gaza Strip 
by first applying the Customs rulings and administrative practices in 
effect prior to December 8, 1994. If the application of those rulings and 
practices results in Israel not being the origin of the good, Customs ap- 
plies the rules in section 102.21 to determine the country of origin, with 
no further consideration being given to the processing performed in Is- 
rael. 

Finally, this document reminds the public that section 102.21 is not 
used to determine whether foreign materials have undergone a “double 
substantial transformation” for purposes of determining whether their 
cost or value may be counted toward the value-content requirement of 
various special tariff treatment programs, such as the U.S.-Israel Free 
Trade Implementation Act. 


EFFECTIVE DATE: The portion of this policy statement concerning 
the origin of textile and apparel products processed in a qualifying in- 
dustrial zone shall apply to goods entered or withdrawn from ware- 
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house for consumption on or after March 13, 1998. The remainder of 
this policy statement shall apply to goods entered or withdrawn from 
warehouse for consumption on or after July 1, 1996. 


FOR FURTHER INFORMATION CONTACT: Craig Walker, Special 
Classification and Marking Branch, Office of Regulations and Rulings, 
(202) 927-1116. 


SUPPLEMENTARY INFORMATION: 


BACKGROUND 
Section 334 of the Uruguay Round Agreements Act (“URAA”) (19 
U.S.C. 3592) established rules of origin for textiles and textile products. 
Section 102.21, Customs Regulations (19 CFR 102.21), implemented 
the provisions of section 334, which became effective July 1, 1996. 


T.D. 96-58 


T.D. 96-58, published in the Federal Register on July 31, 1996 (61 FR 
40076), gave notice of Customs interpretation and application of sec- 
tion 334(b)(5) of the URAA. That subsection excepts from the rules of 
origin governing textiles and textile products set forth in section 334, 
goods which under rulings and administrative practices in effect imme- 
diately before the enactment of section 334 (December 8, 1994) would 
have originated in, or been the growth, product, or manufacture of, Is- 
rael. Section 334(b)(5) further provides that those rulings and adminis- 
trative practices in effect prior to December 8, 1994, will continue to be 
applied in determining whether goods originate in Israel, “unless such 
rulings and practices are modified by the mutual consent of the parties 
to the [the U.S.-Israel Free Trade Agreement].” 

After analyzing the wording in section 334(b)(5) and the implement- 
ing Customs Regulations (19 CFR 102.21), Customs concluded in T.D. 
96-58 that in determining whether goods originate in, or are the 
growth, product, or manufacture of Israel, Customs will first apply the 
rulings and administrative practices in effect prior to December 8, 
1994. If that determination results in Israel not being the country of 
origin of the goods, then Customs will apply the rules in 19 CFR 102.21 
to determine the country of origin, with no consideration being given to 
assembly or manufacturing processes performed in Israel. In other 
words, if a good is determined not to be a product of Israel under the rul- 
ings and administrative practices in effect prior to December 8, 1994, 
the application of the rules in section 102.21 cannot result in Israel be- 
ing the country of origin of the good. The statement of policy in T.D. 
96-58 was effective July 1, 1996. 


QUALIFYING INDUSTRIAL ZONES 
On October 2, 1996, the U.S.-Israel Free Trade Area Implementation 
Act of 1985 (19 U.S.C. 2112 note), was amended, creating a new section 
9, to authorize the President to proclaim the elimination of duties for 
articles produced in the West Bank, Gaza Strip, and a “qualifying indus- 
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trial zone.” Pursuant to that authority, the President issued Proclama- 
tion No. 6955 dated November 13, 1996 (published in the Federal 
Register on November 18, 1996 (61 Fed. Reg. 58761)), which modified 
General Note 3(a), Harmonized Tariff Schedule of the United States 
(HTSUS), to provide duty-free treatment to articles which are the prod- 
uct of the West Bank, Gaza Strip or a qualifying industrial zone (“QIZ”), 
provided certain requirements are met. Such treatment was effective 
for products of the West Bank, Gaza Strip or a QIZ entered or with- 
drawn from warehouse for consumption on or after November 21, 1996. 
In Proclamation 6955, the President delegated to the U.S. Trade Repre- 
sentative the authority to designate QIZs. 

Under General Note 3(a)(v)(A), HTSUS, articles the product of the 
West Bank, Gaza Strip or a QIZ which are imported directly to the U.S. 
from the West Bank, Gaza Strip, a QIZ or Israel qualify for duty-free 
treatment, provided the sum of 1) the cost or value of materials pro- 
duced in the West Bank, Gaza Strip, a QIZ or Israel, plus 2) the direct 
costs of processing operations performed in the West Bank, Gaza Strip, 
a QIZ or Israel, is not less then 35% of the appraised value of such ar- 
ticles when imported into the U.S. An article is considered to be a prod- 
uct of the West Bank, Gaza Strip or a QIZ if it is either wholly the 
growth, product or manufacture of one of those areas or a new or differ- 
ent article of commerce that has been grown, produced or manufac- 
tured in one of those areas. General Note 3(a)(v)(C), HTSUS, states that 
“(t]he term ‘new or different article of commerce’ means that articles 
must have been substantially transformed in the West Bank, the Gaza 
Strip or a qualifying industrial zone into articles with a new name, 
character or use.” 

General Note 3(a)(v)(G), HTSUS, defines a “qualifying industrial 
zone” as any area that: “(1) encompasses portions of the territory of Is- 
rael and Jordan or Israel and Egypt; (2) has been designated by local au- 
thorities as an enclave where merchandise may enter without payment 
of duty or excise taxes; and (3) has been designated by the U.S. Trade 
Representative in a notice published in the Federal Register as a quali- 
fying industrial zone.” 

By letters dated June 30, 1997, and July 1, 1997, to the U.S. Trade 
Representative, the Governments of Jordan and Israel, respectively, re- 
quested the designation of the industrial zone in Irbid, Jordan, as a QIZ. 
Pursuant to subsequent consultations among the three Governments, 
the Governments of Israel and Jordan entered into a written agreement 
dated November 16, 1997, relating to the establishment of the Irbid 
QIZ, which included the following provision, entitled “Rules of Origin”: 


The [Governments of Israel and Jordan] agree that the origin of 
any textile or apparel product that is processed in the Irbid Qualify- 
ing Industrial Zone, regardless of the origin or place of processing 
of any of its imputs or materials prior to entry into, or subsequent 
to withdrawal from, the zone, will be determined solely pursuant to 
the rules of origin for textile and apparel products set out in Section 
334 of Uruguay Round Agreements Act, 19 U.S.C. 3592. 
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ce published in the Federal Register on March 13, 1988 (63 FR 
1e Office of the U.S. Trade Representative formally designated 
the Israeli-Jordanian Irbid Qualifying Industrial Zone as a QIZ, effec- 
tive upon publication of the notice in the Federal Register. To date, this 
is the only QIZ designated by the U.S. Trade Representative. 

Thus, pursuant to the agreement between the Governments of Israel 
and Jordan, and by the mutual consent of the U. S. and Israel, Customs 
will exclusively apply the textile and apparel rules of origin set forth in 
19C FR 102.21 in determining g the country of origin of a textile or appar- 
el product processed in the Irbid QIZ. This means that the section 
102.21 rules will be used not only with regard to processing performed 
with respect to a textile or apparel article in the Jordanian and/or Israe- 
li portion of the Irbid Zone, but also with regard to processing, if any, 
performed outside of the Zone in Israel or in any other country either 
prior to the article’s entry into the Zone for processing or subsequent to 
its withdrawal from the Zone after processing. 


By noti 
12572), t 


LZ 


1 
L 
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Example 


The following example is set forth to illustrate the application of the 
19 CFR 102.21 rules of origin to determine the origin of articles pro- 
cessed in the Irbid QIZ from imputs processed in Israel: 


Fabric woven in China is cut in Israel (outside of the Irbid QIZ) 
into components for a simple shirt. Those components are as- 
sembled into the completed shirt in the Jordanian portion of the Ir- 
bid QIZ by sewing. 

Pursuant to section 334(b)(5) of the URAA, the U.S. and Israel 
have determined by mutual consent that the section 102.21 rules of 
origin rather than the rulings and administrative practices in ef- 
fect prior to December 8, 1994, shall be used to determine the coun- 
try of origin of textile and apparel products processed in the Irbid 
QIZ. Therefore, Customs must apply section 102.21 to determine 
the origin of the shirt. 

(a) Section 102.21 requires that the General Rules, found in sec- 
tion 102.21(c), be applied in sequential order. Section 102.21(c)(1) 
states that the country of origin of a good is the single country, terri- 
tory, or insular possession in which the good was wholly obtained 
or produced. Since the shirt in the above example was not wholly 
obtained or produced in a single country, that section is not applica- 
ble. 

(b) Section 102.21(c)(2) requires that the good comply with the 
applicable tariff shift rule in section 102.21(e). The applicable tar- 
iff shift rule for the shirt in the above example is a change to the 
heading in which that garment is classified from any other heading, 
provided that the change is the result of the garment being wholly 
assembled in a single country, territory, or insular possession. The 
shirt in the above example meets this requirement because it was 
wholly assembled in the Jordanian portion of the Irbid QIZ. There- 
fore, the shirt is considered to be the “growth, product or manufac- 
ture” of the QIZ for purposes of obtaining duty-free treatment 
under General Note 3(a)(v), HTSUS. It should also be noted that, 
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because the country of origin marking statute (19 U.S.C. 1304) pro- 
vides that, unless excepted, every imported foreign article (or its 
container) shall be marked with the “name of the country of origin 
of the article” (emphasis added), merely marking the shirt to indi- 
cate that it is a product of the Irbid QIZ would not satisfy the re- 
quirements of 19 U.S.C. 1304. Therefore, since the processing 
which determines the origin of the shirt under 19 CFR 102.21 takes 
place in the Jordanian portion of the QIZ, the country of origin of 
the shirt for marking purposes is Jordan, and it must be so marked. 
WEsT BANK AND GAZA STRIP 
As previously stated, articles produced in the West Bank or Gaza 
Strip which meet the requirements set forth in General Note 3(a)(v), 
HTSUS, are entitled to duty-free treatment when imported into the 
US., effective for articles entered on or after November 21, 1996. 
Example 


The following example illustrates how a determination is made as to 
the country of origin of a textile or apparel product which is processed in 
the West Bank or Gaza Strip from imputs processed in Israel (outside of 
the Irbid QIZ): 


Fabric woven in country A is cut in Israel (outside the Irbid QIZ) 
into components for men’s boxer shorts of the underwear type. The 
components are assembled into the completed boxer shorts in the 
West Bank or Gaza Strip. 

In this example, no processing is performed in the Irbid QIZ. 


Therefore, pursuant to section 334(b)(5) of the URAA and the 
statement of policy set forth in T.D. 96-58, Customs must first ap- 
ply the rulings and administrative practices in effect prior to De- 
cember 8, 1994, to determine whether Israel is the country of origin 
of the good. It is only when the first determination results in Israel 
not being the country of origin of the good that resort is made to the 
section 102.21 rules of origin to determine the good’s country of 
origin, with no further consideration being given to the processing 
performed in Israel. 

With regard to the example, Customs has a long line of adminis- 
trative rulings predating December 8, 1994, holding that the cut- 
ting of fabric into garment components results in a substantial 
transformation of the fabric, while the assembly of those compo- 
nents into a simple garment does not. Thus, in this example, since 
the cutting of the garment parts is performed in Israel, Israel is the 
country of origin of the boxer shorts, and there is no application of 
the section 102.21 rules. 


DOUBLE SUBSTANTIAL TRANSFORMATION 


In addition to the North American Free Trade Agreement (“NAF- 
TA”)(General Note 12, HTSUS), there are a number of special tariff 
preference programs which Congress has implemented to promote eco- 
nomic development in certain parts of the world by permitting duty- 
free entry of certain products from designated countries, provided 
certain requirements are met. These include the Generalized System of 
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Preferences (“GSP”) (19 U.S.C. 2461 et seq.), the Caribbean Basin Eco- 
nomic Recovery Act (“CBERA”) (19 U.S.C. 2701 et seq.), the Andean 
Trade Preference Act (“ATPA”) (19 U.S.C. 3201 et seq.), the U.S.-Israel 
Free Trade Area Implementation Act (“IFTA”’) (19 U.S.C. 2112 note), 
General Note 3(a)(iv), HTSUS (relating to products from U.S. insular 
possessions), and General Note 3(a)(v), HTSUS (relating to products 
from the West Bank, Gaza Strip or a QIZ). 

To receive duty-free treatment under these programs, an eligible ar- 
ticle must be a “product of” the beneficiary country, it must be imported 
directly to the U.S., and it must satisfy a value-content requirement. 
The value content requirements in the GSP CBERA, ATPA, IFTA, and 
General Note 3(a)(v), HTSUS, are nearly identical and provide that the 
sum of (1) the cost or value of the materials produced in the beneficiary 
country (or countries), plus (2) the direct costs of processing operations 
performed in the beneficiary country (or countries), must represent at 
least 35% of the appraised value of the article at the time it is entered 
into the U.S. 

The value-content requirement set forth in General Note 3(a)(iv), 
HTSUS, is somewhat different. It provides that products of a U.S. insu- 
lar possession must not contain foreign materials which represent 
more than 70% of the goods’ total value, or in the case of goods ineligible 
for duty-free treatment under the CBERA, more than 50% of their total 
value. 

In determining whether products meet the value-content require- 
ments in the above programs, a concept known as “double substantial 
transformation” is used. According to this concept, the value of foreign 
material (that is, material that does not originate in the applicable 
country, territory or possession) may be considered as part of the value 
of materials produced in that country, territory or possession for pur- 
poses of the value-content requirement only if it undergoes two sub- 
stantial transformations in the country, territory or possession. That is, 
the foreign material must be substantially transformed in the benefi- 
ciary country, territory or possession into a new and different inter- 
mediate article of commerce, which is then transformed a second time 
during production of the final article which is exported to the U.S. 

Customs application of the double substantial transformation re- 
quirement in the context of the GSP received judicial approval in The 
Torrington Company v. United States, 596 FSupp. 1083 (CIT 1984), 
aff'd. 764 F.2d 1563 (Fed.Cir. 1985). See also Azteca Milling Co. v. United 
States, 703 FSupp. 949 (CIT 1988), aff'd 890 F.2d 1150 (Fed. Cir. 1989), 
and FF Zuniga, a/c Refractarios Monterrey, S.A. v. United States, 16 
CIT 459 (1992), aff'd 996 F.2d 1203 (Fed.Cir. 1993). T.D. 88-17, pub- 
lished in the Federal Register on April 13, 1988 (53 FR 12143), applied 
the double substantial transformation concept to products of U.S. insu- 
lar possessions for purposes of determining whether the products meet 
the foreign value limitation under General Note 3(a)(iv), HTSUS. 
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The GSP CBERA, and ATPA statutes specifically exclude most textile 
and apparel articles from eligibility for duty-free treatment under those 
programs. However, all textile and apparel articles are eligible for duty- 
free treatment under the IFTA, General Note 3(a)(iv), HTSUS, and 
General Note 3(a)(v), HTSUS, provided that they meet the applicable 
requirements of those programs. 

In T.D. 95-69 (the Final Rule document promulgating 19 CFR 
102.21), which was published in the Federal Register on September 5, 
1995 (60 FR 46189), Customs responded to certain comments received 
in response to the Notice of Proposed Rulemaking concerning the effect 
of the section 102.21 rules of origin on existing Customs rulings holding 
that the cutting of garment parts and the assembly of those parts into 
garments constitute a double substantial transformation for purposes 


of the foreign value limitation in General Note 3(a)(iv), HTSUS. Cus- 
toms stated that: 


“[slince section 334 deals with the country of origin of textile and 
apparel products and not with value requirements for purposes of 
duty preferences, section 334 will not affect either foreign material 
value determinations required under General Note 3(a)(iv) or val- 
ue-added requirements contained in other statutory provisions. 
Accordingly, Customs intends to continue its current tariff treat- 
ment of garments which are cut and assembled in insular posses- 
sions. 


Consistent with the above response, Customs wishes to remind the 


public that the section 102.21 rules of origin are not used to determine 
whether foreign materials have undergone a double substantial trans- 
formation for purposes of determining whether their cost or value may 
be considered as part of the value of materials produced in the beneficia- 


ry country, territory or possession under the tariff preference programs 
referenced above. 


CONCLUSION 


In determining the country of origin of textile and apparel products 
processed in a designated QIZ, Customs will exclusively apply the rules 
of origin for textile and apparel products set forth in 19 CFR 102.21. 
However, pursuant to the principles and policy set forth T.D. 96-58, 
Customs determines the origin of a textile or apparel product processed 
both in Israel (outside of a QIZ) and in the West Bank or Gaza Strip by 
first applying the rulings and administrative practices in effect prior to 
December 8, 1994. If that determination results in Israel not being the 
origin of the good, Customs applies the rules in section 102.21 to deter- 
mine the country of origin, with no further consideration being given to 
the processing performed in Israel. 

Finally, section 102.21 is not used to determine whether foreign ma- 
terials have undergone a double substantial transformation so that 
their cost or value may be considered as part of the value of materials 
produced in the beneficiary country, territory or posssession for pur- 
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DEPARTMENT OF THE TREASURY, 
OFFICE OF THE COMMISSIONER OF CUSTOMS, 
Washington, DC, June 24, 1998. 
The following documents of the United States Customs Service, 
Office of Regulations and Rulings, have been determined to be of suffi- 
cient interest to the public and U.S. Customs Service field offices to 
merit publication in the CUSTOMS BULLETIN. 
STUART P. SEIDEL, 
Assistant Commissioner, 


Office of Regulations and Rulings. 


REVOCATION OF RULING LETTER RELATING TO TARIFF 
CLASSIFICATION OF THE CHEMICAL COMPOUND 
“TRIETHYLAMINE” 


AGENCY: U.S. Customs Service, Department of the Treasury. 


ACTION: Notice of revocation of tariff classification ruling letter. 


SUMMARY: Pursuant to section 625(c)(1), Tariff Act of 1930 (19 U.S.C. 
1625(c)(1)), as amended by section 623 of Title VI (Customs Moderniza- 
tion) of the North American Free Trade Agreement Implementation 
Act (Pub. L. 103-182, 107 Stat. 2057), this notice advises interested par- 
ties that Customs is revoking a ruling pertaining to the tariff classifica- 
tion of the chemical compound triethylamine (CAS # 121-44-8) under 
the Harmonized Tariff Schedule of the United States (Annotated) 
(HTSUSA). 


EFFECTIVE DATE: Merchandise entered or withdrawn from ware- 
house for consumption on or after August 7, 1998. 


FOR FURTHER INFORMATION CONTACT: Michael McManus, 
General Classification Branch, Office of Regulations and Rulings (202) 
927-2346. 


SUPPLEMENTARY INFORMATION: 


BACKGROUND 
On May 13, 1998, Customs published in the CUSTOMS BULLETIN, Vol- 
ume 32, Number 19, a notice of a proposal to revoke New York Ruling 
Letter (NY) B87479, dated July 24, 1997, which held that triethylamine 
was classifiable in subheading 2921.19.6000, HTSUSA, the provision 
for amine-function compounds: acyclic monoamines and their deriva- 
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tives; salts thereof: other: other: other. No comments were received in 
response to the notice. 

Pursuant to section 625(c)(1), Tariff Act of 1930 (19 US.C. 
1625(c)(1)), as amended by section 623 of Title VI (Customs Moderniza- 
tion) of the North American Free Trade Agreement Implementation 
Act (Pub. L. 103-182, 107 Stat. 2057), this notice advises interested par- 
ties that Customs is revoking NY B87479 to reflect the proper classifica- 
tion of triethylamine in subheading 2921.19.1000, HTSUSA, the 
provision for amine-function compounds: acyclic monoamines and 
their derivatives; salts thereof: other: mono- and triethylamines. HQ 
961029, revoking NY B87479 is set forth in the attachment to this docu- 
ment. 

Publication of rulings or decisions pursuant to 19 U.S.C. 1625 does 
not constitute a change in practice or position in accordance with sec- 
tion 177.10(c)(1), Customs Regulations (19 CFR 177.10(c)(1)). 


Dated: June 17, 1998. 


MARVIN AMERNICK, 
(for John Durant, Director, 
Commercial Rulings Division.) 


[Attachment] 


[ATTACHMENT] 


DEPARTMENT OF THE TREASURY 
US. Customs SERVICE, 
Washington, DC, June 17, 1998 
CLA-2 RR:CR:GC 961029 MGM 
Category: Classification 
Tariff No. 2921.19.1000 
Mr. JOSEPH J. CHIVINI 


AUSTIN CHEMICAL COMPANY, INC 
1565 Barclay Boulevard 
Buffalo Grove, IL 60089-4537 


Re: Revocation of NY B87479; Triethylamine (CAS # 121-44-8). 


DEAR Mk. CHIVINI 

This office has determined that New York Ruling Letter (NY) B87479, issued to you on 
July 24, 1997, concerning the tariff classification of triethylamine (CAS # 121-44-8), isin 
error. Therefore, this ruling revokes NY B87479. 

Pursuant to section 625, Tariff Act of 1930 (19 U.S.C. 1625), as amended by section 623 of 
Title VI (Customs Modernization) of the North American Free Trade Agreement Imple- 
mentation Act, Pub. L. 103-182, 107 Stat. 2057, 2186 (1993), notice of the proposed revoca- 
tion of NY B87479 was published on May 13, 1998, in the CUSTOMS BULLETIN, Volume 32, 
Number 19. No comments were received in response to the notice. The following repre- 
sents our position. 


Facts: 


In NY B87479, the Customs National Commodity Specialists Division ruled that triethy- 
lamine would be properly classified under subheading 2921.19.6000, Harmonized Tariff 
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Schedule of the United States (Annotated) (HTSUSA), which provides for amine-function 
compounds: acyclic monoamines and their derivatives; salts thereof: other: other: other 

Upon review of this ruling, Customs has discovered an error in the classification of trie- 
thylamine. This product should have been classified in subheading 2921.19.1000, HTSU- 
SA, which provides for amine-function compounds: acyclic monoamines and their 
derivatives; salts thereof: other: mono- and triethylamines. 


I 
issue 


Whether triethylamine is classified in subheading 2921.19.1000, HTSUSA, or in the re- 
sidual provision, subheading 2921.19.6000, HTSUSA. 


Law and Analysis 


Merchandise imported into the United States is classified under the HTSUSA. Tariff 
classification is governed by the principles set forth in the General Rules of Interpretation 
(GRIs) and, in the absence of special language or context which requires otherwise, by the 
Additional U.S. Rules of Interpretation. The GRIs and the Additional U.S. Rules of Inter- 
pretation are part of the HTSUSA and are to be considered statutory provisions of law for 
all purposes 

GRI 1 requires that classification be determined first according to the terms of the head- 
ings of the tariff schedule and any relative section or chapter notes and, unless otherwise 
required, according to the remaining GRIs taken in their appropriate order. GRI6 requires 
that the classification of goods in the subheadings of headings shall be determined accord- 
ing to the terms of those subheadings, any related subheading notes and mutatis mutandis, 
to the GRIs. GRI 3(a) states that where goods are classifiable under two or more headings, 
the heading which provides the most specific description shall be preferred to headings pro- 
viding a more general description. 

This matter is governed by GRI6, in that the choice in classification is between two sub- 
headings at the 8-digit level. Simply stated, anamed provision is always more specific than 
a residual or “other” provision. Therefore, GRI 3(a), applied through GRI 6, requires the 
choice of subheading 2921.19.1000, HTSUSA, as the preferred more specific provision. It 
therefore follows that triethylamine is classifiable under subheading 2921.19.1000, 
HTSUSA. 

Holding: 


Triethylamine is classified in subheading 2921.19.1000, HTSUSA, with a general 1998 
column one duty rate of 3.7% ad valorem. 

NY B87479 is revoked. 

In accordance with 19 U.S.C. 1625, this ruling will become effective 60 days from its pub- 
lication in the CUSTOMS BULLETIN. Publication of rulings or decisions pursuant to 19 U.S.C. 
1625 does not constitute a change of practice or position in accordance with section 
177.10(c)(1), Customs Regulations (19 CFR 177.10(c)(1)). 

MARVIN AMERNICK 
(for John Durant, Director, 
Commercial Rulings Division.) 
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REVOCATION OF RULING LETTER RELATING TO TARIFF 
CLASSIFICATION OF AN ARTICLE IDENTIFIED AS A 
“SNOOPY PLAY SET” 


AGENCY: U.S. Customs Service, Department of the Treasury. 


ACTION: Notice of revocation of tariff classification ruling letter. 


SUMMARY: Pursuant to section 625(c)(1), Tariff Act of 1930 (19 U.S.C. 
1625(c)(1)), as amended by section 623 of Title VI (Customs Moderniza- 
tion) of the North American Free Trade Agreement Implementation 
Act (Pub. L. 103-182, 107 Stat. 2057), this notice advises interested par- 
ties that Customs is revoking a ruling pertaining to the tariff classifica- 
tion of an article known as a “Snoopy Play Set” under the Harmonized 
Tariff Schedule of the United States (HTSUS). Notice of the proposed 
revocation was published on May 13, 1998, in Volume 32, Number 19 of 
the CUSTOMS BULLETIN. No comments were received in response to this 
notice. 


EFFECTIVE DATE: Merchandise entered or withdrawn from ware- 
house for consumption on or after September 8, 1998. 


FOR FURTHER INFORMATION CONTACT: Mary Beth McLough- 
lin, General Classification Branch (202) 927-2404 


SUPPLEMENTARY INFORMATION: 


BACKGROUND 

On May 13, 1998, Customs published a notice in the CUSTOMS BULLE- 
TIN, Volume 32, Number 19, proposing to revoke New York Ruling Let- 
ter (NYRL) B83149 dated March 21, 1997. No comments were received 
in response to this notice. Pursuant to section 625(c)(1), Tariff Act of 
1930 (19 U.S.C. 1625(c)(1)), as amended by section 623 of Title VI (Cus- 
toms Modernization) of the North American Free Trade Agreement 
Implementation Act (Pub. L. 103-182, 107 Stat. 2057), this notice ad- 
vises interested parties that Customs is revoking a ruling pertaining to 
the tariff classification of an article known as a “Snoopy Play Set.” 

The “Snoopy Play Set” consists of a “Snoopy” plush dog packaged to- 
gether with a seven-inch high plastic carrying case shaped and deco- 
rated like “Snoopy’s” doghouse. The case will be constructed of padded 
paperboard coated with a vinyl material which will be die-cut and heat- 
sealed. The material on the front of the case will have “Snoopy’s” name 
over a drawn entryway with a drawing of “Snoopy” sitting in front of 
the entryway. On one of the longer sides of the case, a dog dish and the 
character “Woodstock” will be drawn. The “roof” of the doghouse 
will lift open from one side so that the plush dog may be placed inside. 
When closed, the “roof” will be secured to the side of the structure by a 
Velcro-like material. Finally the “roof” will have a vinyl link strap for 
carrying. The carrying case is intended for carrying the plush toy. Both 
articles will be imported together and sold as a set. Neither will be sold 
separately. 
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In NYRL B83149, Customs determined that the “Snoopy Play Set” 
was not a set for tariff purposes and the individual articles were classifi- 
able separately under subheadings of the Harmonized Tariff Schedule 
of the United States (HTSUS), which described each individual article. 

The term “toy” is not defined in the HTSUS. However, in understand- 
ing the language of the HTSUS, the Explanatory Notes (ENs) of the 
Harmonized Commodity Description and Coding System may be utili- 
zed. The ENs, although not dispositive or legally binding, provide a 
commentary on the scope of each heading, and are generally indicative 
of the proper interpretation of the HTSUS. See, T.D. 89-80, 54 Fed. Reg. 
35127 (August 23, 1989). The ENs to Chapter 95 state, in pertinent 
part, that “[t]his Chapter covers toys of all kinds whether designed for 
the amusement of children or adults.” Although not set forth as a defini- 
tion of “toys,” we have interpreted the just-quoted passage from the 
ENs as equating “toys” with articles “designed for the amusement of 
children or adults,” although we believe such design must be corrobo- 
rated by evidence of the articles’ principal use. 

Customs believes that the application of the factors enumerated in 
United States v. Carborundum Company, 63 CCPA 98, C.A.D. 1172, 536 
F. 2d 373 (1976), cert. denied, 429 U.S. 979, for determining whether an 
article falls within a particular class or kind of good, confirms that the 
“Snoopy Play Set” is a toy. As such, “Snoopy Play Set” is classifiable as a 
toy set for tariff purposes. Therefore, Customs is revoking NYRL 
B83149 to reflect the proper classification of the “Snoopy Play Set” un- 
der subheading 9503.70.00, HTSUS, which provides for “[o]ther toys; 
reduced-size (“scale”) models and similar recreational models, working 
or not; puzzles of all kinds; parts and accessories thereof: [o]ther toys, 
put up in sets or outfits, and parts and accessories thereof.” Headquar- 
ters Ruling Letter 960465 revoking NYRL B83149 is set forth as an at- 
tachment to this document. 

Publication of rulings or decisions pursuant to 19 U.S.C. §1625 does 
not constitute a change of practice or position in accordance with sec- 
tion 177.10(c)(1), Customs Regulations (19 CFR 177.10(c)(1)). 


Dated: June 23, 1998. 


MARVIN AMERNICK 
(for John Durant, Director, 
Commercial Rulings Division.) 


[Attachment] 
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[ATTACHMENT] 


DEPARTMENT OF THE TREASURY, 
U.S. CusToMs SERVICE, 
Washington, DC, June 23, 1998. 
CLA-2 RR:CR:GC 960465 MMC 
Category: Classification 
Tariff No. 9503.70.00 
Ms. Cinpy HaZzLetTtT, CHB 
INTERNATIONAL TRADE AND LOGISTICS 
APPLAUSE IN¢ 
6101 Variel Avenue 
PO Box 4183 
Woodland, Hills, CA 91365-4183 
Re: “Snoopy” Play Set; NYRL B83149. 
Dear Ms. HAZLETT 

On April 29, 1997, you submitted a request for reconsideration of New York Ruling Let- 
ter (NYRL) B83149, which, based on a series of designs submitted to Customs, classified a 
plush dog under heading 9503, of the Harmonized Tariff Schedule of the United States 
(HTSUS) as a stuffed toy and a plastic coated doghouse-shaped carrying case in which the 
plush dog will be carried under heading 4202, HTSUS, asa handbag. A sample of an article 
with the exact same construction but with a “101 Dalmatians” theme, was submitted for 
our review. 

Pursuant to section 625(c)(1) Tariff Act of 1930 [19 U.S.C. 1625(c)(1)], as amended by 
section 623 of Title VI (Customs Modernization) of the North American Free Trade Agree- 
ment Implementation Act, (Pub: L. 103-182, 107 Stat. 2057, 2186), notice of the proposed 
revocation of NYRL B83149 was published, on May 13, 1998, in the CUSTOMS BULLETIN, 
Volume 32, Number 19. No comments were received in response to the notice. 

Facts: 

The merchandise is identified as a “Snoopy Play Set.” It will consist of a “Snoopy” plush 
dog packaged together with a seven-inch high plastic carrying case shaped and decorated 
like “Snoopy’s” doghouse. The case will be constructed of padded paperboard coated witha 
vinyl material which will be die-cut and heat-sealed. The material on the front of the case 
will have “Snoopy’s” name over a drawn entryway with a drawing of “Snoopy” sitting in 
front of the entryway. On one of the longer sides of the case, a dog dish and the character 
“Woodstock” will be drawn. The “roof” of the doghouse will lift open from one side so that 
the plush dog may be placed inside. When closed, the “roof” will be secured to the side of the 
structure by a Velcro-like material. Finally the “roof” will have a vinyl link strap for carry- 
ing. The carrying case is being designed for the carrying of the plush toy. Both articles will 
be imported together and sold as a set. Neither will be sold separately. 


Issue: 


Whether the articles comprising the “Snoopy Play Set” are classifiable as a toy set for 
tariff purposes 


Law and Analysis: 

Classification under the HTSUS is made in accordance with the General Rules of Inter- 
pretation (GRI’s). The systematic detail of the HTSUS is such that virtually all goods are 
classified by application of GRI 1, that is, according to the terms of the headings of the tariff 
schedule and any relative Section or Chapter Notes. In the event that the gocds cannot be 
classified solely on the basis of GRI 1, and if the headings and legal notes do not otherwise 
require, the remaining GRI’s may then be applied. The subheadings under consideration 
are as follows: 

4202.22.15 Handbags with outer surface or sheeting of plastic 
9503.41.10 Other toys representing animals or non-human creatures, stuffed toys 
9503.70 Other toys; reduced-size (“scale”) models and similar recreational mod- 
els, working or not; puzzles of all kinds; parts and accessories thereof: 
Other toys, put up in sets or outfits, and parts and accessories thereof 
Note 1(1) of Chapter 42, HTSUS, states that: “[t]his chapter does not cover: * * * [a}rticles 
of chapter 95 (for example, toys, games, sports equipment.)” Therefore, we must first de- 
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termine whether the “Snoopy Play Set” is classifiable as a “toy set” for tariff purposes. If 
so, it is excluded from classification in heading 4202. 

The term “toy” is not defined in the HTSUS. However, in understanding the language of 
the HTSUS, the Explanatory Notes (ENs) of the Harmonized Commodity Description and 
Coding System may be utilized. The ENs, although not dispositive or legally binding, pro- 
vide acommentary on the scope of each heading, and are generally indicative of the proper 
interpretation of the HTSUS. See, T.D. 89-80, 54 Fed. Reg. 35127 (August’23, 1989). 

The ENs to Chapter 95 state, in pertinent part, that “[t]his Chapter covers toys of all 
kinds whether “designed for the amusement of children or adults.” Although not set forth 
asa definition of “toys,” we have interpreted the just-quoted passage from the ENs as equa- 
ting “toys” with articles “designed for the amusement of children or adults,” although we 
believe such design must be corroborated by evidence of the articles’ principal use. 

When the classification of an article is determined with reference to its principal use, 
Additional U.S. Rule of Interpretation 1(a), HTSUS, provides that, in the absence of special 
language or context which otherwise requires, such use is to be determined in accordance 
with the use in the United States at, or immediately prior to, the date of importation, of 
goods of that class or kind to which the imported goods belong, and the controlling use isthe 
principal use. In other words, the article’s principal use at the time of importation deter- 
mines whether it is classifiable within a particular class or kind. 

While Additional U.S. Rule of Interpretation 1(a), HTSUS, provides general criteria for 
discerning the principal use of an article, it does not provide specific criteria for individual 
tariff provisions. However, the U.S. Court of International Trade (CIT) has provided fac- 
tors, which are indicative but not conclusive, to apply when determining whether mer- 
chandise falls within a particular class or kind. They include: general physical 
characteristics, the expectation of the ultimate purchaser, channels of trade, environment 
of sale (accompanying accessories, manner of advertisement and display), use in the same 
manner as merchandise which defines the class, economic practicality of so using the im- 
port, and recognition in the trade of this use. United States v. Carborundum Company, 63 
CCPA 98, C.A.D. 1172, 536 F. 2d 373 (1976), cert. denied, 429 U.S. 979. 

The general physical characteristics of the’Snoopy Play Set,” mainly the doghouse 
shape of the handbag together with both of the components’ “Snoopy” theme, indicates 
that the articles will be principally used as a toy. Moreover, although no specific activity 
theme has been stated, it appears that the articles will be used in the same manner as toys 
because it appears that the articles are intended for use in a play activity that involves 
“Snoopy” being carried around and placed in and out of his “doghouse.” Pretending that 
the carrying case is either a doghouse or a pet carrier by putting “Snoopy” in the bag, carry- 
ing him around, and then unpacking him, impartsa recognizable and significant amount of 
play value to both the components. As such, the components appear to be intended to 
occupy the user in a pleasant or enjoyable (i.e., amusing) way, allowing the user to employ 
imagination and creativity to create different “play scenarios” for “Snoopy” and his “dog- 
house.” 

The ENs for heading 95.03 provide, in pertinent part, that: 


{collections of articles, the individual items of which if presented separately would be 
classified in other headings in the Nomenclature, are classified in this Chapter when 
they are put up in a form clearly indicating their use as toys (e.g., instructional toys 
such as chemistry, sewing, etc., sets). 

With respect to toy sets, the ENs for subheading 9503.70 provide, in pertinent part, that: 


“[s]ets” are two or more different types of articles (principally for amusement), put up 
in the same packing for retail sale without repacking. Simple accessories or objects of 
minor importance intended to facilitate the use of the articles may also be included. 


It is Customs position that “toys put up in sets or outfits” (subheading 9503.70) is an eo 
nomine provision denoting a clearly identifiable class or kind of goods. Consequently, goods 
may be classified in subheading 9503.70 pursuant to GRI 1, and recourse to the other 
GRI’s, particularly the provisions of GRI 3 relating to sets, is unnecessary. See, e.g., Head- 
quarters Ruling Letters (HRL) 086407 of March 22, 1990, HRL 086330 of May 14, 1990, 
and HRL 950700 dated August 25, 1993. Such sets typically contain complementary ar- 
ticles intended for use together, rather than individually, to provide amusement. However, 
there is no requirement that the component of the set only be capable of use together, and 
the ability of one or more of the components to be used individually does not disqualify clas- 
sification as a toy set. It is sufficient that the components of the toy set possess a clear nexus 
which contemplates a use together to amuse. 
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Because the “Snoopy Play Set’s” components combine two complete articles, a plush dog 
and a dog-shaped handbag, which are intended for use together to occupy the user in a 
pleasant or enjoyable (z.e., amusing) way, the “Snoopy Play Set” meets the requirements 
for classification as a toy set. We note that in HRL 957894 dated December 14, 1995, we 
indicated that an article identified as “Tattoo Graphix” was not classifiable as a toy set be- 
cause a single component of the set, the carrying case, predominated over the other set 
components. Such analysis was applied to the “Snoopy Play Set” in NYRL B83149. Fur- 
ther review of the HTSUS and the ENs disclose no basis for imposing such a rule. Inas- 
muchasany finding ofacomponent’s predominance would have noimpact ona finding that 
the components together constitute a collection of articles designed and principally used 
for amusement, we have determined this rule to be inappropriate. A proposal to revoke 
HRL 957894 was published on April 15, 1998, in Vol. 32 Customs BULLETIN No. 15. Asa 
result of finding the “Snoopy Play Set” to be a toy set properly classified in Chapter 95, 
classification of the articles elsewhere in the HTSUS is precluded. 


Holding: 


The “Snoopy Play Set” is classified in subheading 9503.70.00, HTSUS, the provision for 
“lo]ther toys; reduced-size (“scale”) models and similar recreation models, working or not; 
puzzles ofall kinds; parts and accessories thereof: [o]ther toys, put up in sets or outfits, and 
parts and accessories thereof,” with a general 1998 column one duty rate of free. 

NYRL B83149 is revoked. In accordance with 19 U.S.C. §1625(c)(1), this ruling will be- 
come effective 60 days after its publication in the CUSTOMS BULLETIN. Publication ofrulings 
or decisions pursuant to 19 U.S.C. 1625(c)(1) does not constitute a change of practice or 
position in accordance with section 177.10(c)(1), Customs Regulations [19 CFR 
177.10(c)(1)]. 


MARVIN AMERNICK, 
(for John Durant, Director, 
Commercial Rulings Division.) 
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